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URBAN  DEVELOPMENT 

Office  of  Assistant  Secretary  for 
Community  Planning  and  Development 

24  CFR  Part  570 

[Docket  No.  R-80-792] 

Community  Development  Block 
Grants;  Clarifications  and  Changes  to 
Urban  Development  Action  Grant 
Rules 

agency:  Office  of  Urban  Development 
Action  Grants,  HUD. 
action;  Proposed  rule. 

summary:  This  rule  revises  the 
requirements  governing  urban 
development  action  grants.  The 
publication  of  this  proposed  rule  is 
intended  to  clarify  policies  and 
procedures  used  in  the  action  grant 
program  in  order  to  better  inform 
potential  applicants  of  program 
requirements.  For  this  reason  several  of 
the  sections  of  this  subpart  have  been 
reorganized  and  restructured.  Some 
substantive  changes  have  been  made, 
such  as  the  special  provision  to  cover 
residential  and  non-residential  tenants 
required  to  relocate  due  to  an  action 
grant  program, 

date:  Comment  due  date:  July  11, 1980. 
ADDRESSES:  Send  comments  to:  Rules 
Docket  Clerk,  Office  of  General  Counsel, 
Room  5218,  Department  of  Housing  and 
Urban  Development,  451  7th  Street,  SW., 
Washington,  DC  20410.  Each  person 
submitting  a  comment  should  include 
his/her  name  and  address,  refer  to  the 
document  by  the  docket  number 
indicated  by  the  headings,  and  give 
reasons  for  any  recommendation. 

Copies  of  all  written  comments  received 
will  be  available  for  examination  by 
interested  persons  in  the  Office  of  the 
Rules  Docket  Clerk,  at  the  address  listed 
above.  The  proposal  may  be  changed  in 
the  light  of  comments  received. 

FOR  FURTHER  INFORMATION:  Catherine 
Hare  or  Audrey  Morris  (202-755-7364), 
Office  of  Urban  Development  Action 
Grants,  Department  of  Housing  and 
Urban  Development,  451  7th  St.,  SW., 
Washington,  DC  20410,  202^72-3860. 
SUPPLEMENTARY  INFORMATION: 
Background:  On  January  10, 1978  [43  FR 
1602],  the  Department  published  final 
rules  governing  the  Urban  Development 
Acton  Grant  program.  These  regulations 
were  supplemented  on  March  29, 1978 
[43  FR  13340]  to  provide  clarification, 
technical  corrections  and  small  city 
procedures.  Since  that  time,  the 
Department  has  published  two  interim 


rules  (43  FR  50668  and  43  FR  5069) 
deleting  the  specific  references  made  to 
distress  standards  for  Fiscal  Year  1978, 
establishing  procedures  for  publication 
in  notice  form  of  current  distress 
standards  and  requiring  quarterly 
monitoring  reports  for  those  projects 
selected  for  preliminary  funding 
approval. 

Purpose— (§  570.450) 

This  section  is  being  changed  to  state 
directly  that  the  purpose  of  urban 
development  action  grants  is  to  attract 
private  investment  which  will 
strengthen  the  economic,  employment, 
and  tax  base  of  distressed  cities  and 
urban  counties.  It  brings  forward  in  the 
regulations  that  at  least  twenty-five 
percent  of  the  funds  available  for  the 
program  shall  be  used  for  small  cities. 

Definitions — (§  570.451) 

This  section  adds  a  definition  for  a 
large  city  to  include  metropolitan  cities 
and  other  cities  with  populations  of 
more  than  50,000.  It  explains  that  a 
distressed  community  is  one  which 
meets  the  distress  standards  while  an 
eligible  applicant  is  one  which  has  also 
demonstrated  results  in  providing 
housing  and  results  in  providing  equal 
opportunity.  Finally,  it  provides 
definitions  of  concepts  used  in  the 
action  grant  program  such  as  “firm 
private  commitment”  and  “leveraging 
ratio”  and  expands  the  definition  of 
“project”  to  distinguish  among 
commercial,  industrial,  and 
neighborhood  projects 

Distressed  Communities — (§  570.452) 

This  section  describes  the  distress 
standards  used  to  determine  distressed 
communities.  The  requirements  for 
becoming  an  eligible  applicant  are  now 
explained  in  §  570.453.  Only  five 
comments  were  received  following  the 
publication  of  the  interim  rule  October 
30, 1978  [43  FR  50669]  concerning 
distress  standards  for  metropolitan 
cities  and  urban  counties.  One  comment 
suggested  that  the  specific  standards  for 
each  category  remain  in  the  regulations 
rather  than  adopting  the  notice 
procedure  suggested  by  HUD.  Another 
applauded  the  flexibility  of  the  notice 
system  and  expressed  the  view  that 
earlier  publication  of  recent  data  would 
make  decisions  on  program  eligibility 
more  equitable.  One  comment  disagreed 
with  the  use  of  employment  data  for 
metropolitan  cities:  another  expressed 
dismay  that  unemployment  data  were 
not  used  for  small  cities.  A  final 
comment  suggested  that  the  term  “from 
time  to  time”  was  too  indefinite.  V/e 
believe,  based  on  the  diversity  of 
recommendations,  that  the  interim  rule 


as  published  will  not  cause  hardship  to 
potential  applicants  for  the  program  and 
will  provide  benefits  to  potential 
applicants  by  quicker  access  to  recent 
data.  No  comments  were  received  on  the 
June  8, 1979  [44  FR  33372]  interim  rule 
concerning  small  cities. 

Section  570.452  also  has  been 
revamped  in  order  to  consolidate 
language  applicable  to  the  category  of 
large  cities  and  urban  counties  and  to 
that  of  small  cities.  Although  the  criteria 
are  not  changed,  the  descriptive  title  is 
revised  to  more  accurately  reflect  the 
nature  of  the  standard.  For  Example, 
“population  lag/decline”  is  now  called 
“population  growth  lag/decline”. 
Furthermore,  the  repetition  of  categories 
has  been  eliminated. 

The  unique  distress  factor  is  now 
removed  from  the  rule  for  large  cities 
and  urban  counties.  Units  of  government 
having  high  levels  of  poverty,  but  not 
meeting  the  minimum  standards  of 
physicial  and  economic  distress,  may 
receive  Action  Grant  assistance  under 
the  newly-enacted  Pocket  of  Poverty 
provision  pursuant  to  24  CFR  570.466 
(February  15, 1980). 

Eligible  Applicants — (§  570.453) 

Explanatory  material  regarding  the 
determination,  duration,  and  potential 
for  withdrawal  of  eligibility  is  included. 
The  section  on  equal  opportunity  is 
strengthened  to  require  significant  t 
progress  in  hiring,  training,  and 
promoting  minorities  and  lower  income 
persons.  The  previous  reference  in  this 
Section  to  females  has  been  removed 
from  this  category  as  there  is  no 
statutory  basis  for  this  provision. 

Other  Actions  Which  Must  Be  Taken 
Prior  to  Submission  of  a  Full 
Application — (§  570.454) 

Citizen  participation  requirements  are 
now  spelled  out  in  this  section. 
Requirements  have  also  been  added  for 
publication  of  notices  of  public  hearings 
in  the  non-legal  section  of  local 
newspapers.  Procedures  necessary  for 
submission  of  an  application  involving 
flood  and  drainage  facilities  are  clarified 
in  the  body  of  the  section  rather  than 
cross-referenced. 

Eligible  Activities — (§  570.455) 

The  eligible  activities  section  is 
moved  in  the  overall  subpart 
organization  to  follow  §  570.454,  actions 
which  must  be  taken  prior  to  submission 
of  a  full  application. 

Relocation  and  Land  Acquisition — 

(§  570.457) 

A  new  section  has  been  added  in 
order  to  protect  residential  and  non 
residential  tenants  who  are  displaced  by 
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an  action  grant  project.  Whereas  the 
Uniform  Relocation  Assistance  and  Real 
Property  Acquisition  Policies  Act  of  1970 
(called  the  Uniform  Act)  provides  tenant 
protection  when  real  property  is 
acquired  by  a  State  agency,  Uiis  section 
provides  comparable  protection  for 
tenants  displaced  by  an  action  grant 
project  that  is  not  subject  to  the  Uniform 
Act. 

The  Department  is  especially 
interested  in  receiving  comments  on  the 
proposal  to  provide  businesses  with 
relocation  assistance  benefits 
comparable  to  those  under  the  Uniform 
Act.  In  particular,  we  solicit  the  public's 
comments  respecting  the  provision  of 
relocation  assistance  payments  to 
businesses  which  have  long-term  leases 
on  the  property  and  respecting  the 
provision  of  actual  moving  expenses 
versus  the  present  system  which  allows 
for  a  choice  between  actual  moving 
expenses  and  a  fixed  payment  in  lieu 
thereof. 

Full  Applications — (§  570.458) 

This  section  on  applications  has  been 
rewritten  to  provide  more  detail  on  the 
requirements  to  be  met  by  the  applicant. 
It  contains  more  speciHc  information  on 
the  certiHcations  of  compliance  and 
adds  a  requirement  for  a  neighborhood 
impact  analysis  for  all  proposals. 

Criteria  for  Selecticm — (§  570.459) 

This  section  has  been  extensively 
rewritten  to  clarify  how  projects  are 
selected  for  funding.  A  requirement  that 
a  leverage  ratio  of  at  least  2.5  dollars  in 
private  investment  to  1.0  in  requested 
action  grant  funds  is  established  as  a 
minimum  threshold  of  firm  private 
commitment  to  be  considered  for  project 
selection.  Other  project  characteristics 
used  by  HUD  in  selecting  projects  are 
more  clearly  explained.  Furthermore,  the 
impaction  formula  formerly  described  in 
this  section  for  use  as  the  primary 
criterion  in  selecting  small  city  projects 
for  funding  has  been  removed  because 
the  only  remaining  statistical  factor 
which  is  available  for  use  in  measuring 
distress  of  small  cities  is  per  capita 
income.  For  this  reason,  we  are 
consolidating  the  impaction  criterion 
with  the  per  capita  income  factor  so  that 
only  one  measure  is  used  in  determining 
the  comparative  degree  of  distress  for 
small  cities. 

HUD  Review  and  Action  on 
Applications — (§  570.460) 

As  constructed  now,  this  section 
consolidates  much  of  the  information 
concerning  the  timing  of  application 
submissions  and  reviews  into  a  chart. 
Most  of  the  other  information  has  simply 
been  reorganized  to  explain  HUD 


procedures.  Also,  the  term  “preliminary 
approval”  has  been  introduced  to 
explain  HUD  approval  procedures. 

Post  Preliminary  Approval 
Requirements — (§  570.461) 

Requirements  have  been  added  for  a 
report  subsequent  to  completion  of  a 
project.  Only  one  comment  was  received 
following  publication  of  reporting 
requirements  in  the  October  interim  rule 
expressing  concern  that  quarterly 
reports  should  not  be  required  until  after 
the  grant  agreement  between  HUD  and 
the  recipient  has  been  signed.  However, 
we  would  like  to  have  the  quarterly 
report  requirement  start  immediately 
following  the  announcement  of 
preliminary  approval  to  aid  in 
identifying  cities  and  urban  counties 
encountering  difficulties  in 
implementing  projects. 

Project  Amendments  and  Revisions— 

(§  570.462) 

Pre-approval  and  post-approval 
categories  have  been  developed  to 
clarify  speciHc  requirements  pertaining 
to  each  phase  of  the  approval  process. 

Applicability  of  Rules  and  Regulations— 
(§  570.463) 

This  section  is  technically  corrected  to 
accoimt  for  rules  relevant  to  action 
grants. 

Other  Changes 

A  number  of  other  minor  technical 
changes  are  included  throughout  the 
revision  of  this  rule  to  correct  inaccurate 
references.  In  addition,  we  are  amending 
subpart  O  |  570.910(b)  to  include  a 
paragraph  concerning  sanctions  for  the 
urban  development  action  grant 
program. 

A  Rnding  of  no  signiHcant  impact 
under  the  National  Environmental  Policy 
Act  of  1969  has  been  made  in 
accordance  with  HUD  procedures.  The 
changes  embodied  in  the  regulation 
have  been  evaluated  and  have  been 
found  not  to  have  major  economic 
consequences  for  the  general  economy 
or  for  individual  industries,  geographic 
regions,  or  levels  of  governments. 

Copies  of  the  findings  are  available  for 
inspection  and  copy  in  the  Office  of  the 
Rules  Docket  Clerk  at  the  above 
address. 

Accordingly,  24  CFR  Pjfft  570  is 
amended  as  follows: 

I.  Subpart  G  to  Part  570  is  revised  to 
read  as  follows: 

Subpart  G— Urban  Development  Action 
Grants 

Sec. 

570.450  Purpose. 

570.451  Definitions. 

570.452  Distressed  communities. 


Sec. 

570.453  Eligible  applicants. 

570.454  Other  actions  which  must  be  taken 
prior  to  submission  of  a  full  application. 

570.455  Eligible  activities. 

~  570.456  Ineligible  activities  and  limitations 
on  eligible  activities. 

570.457  Relocation  and  land  acquisition. 

570.458  Full  applications. 

570.459  Criteria  for  selection. 

570.460  HUD  review  and  action  on 
applications. 

570.461  Post  preliminary  approval 
requirements. 

570.462  Project  amendments  and  revisions. 

570.463  Applicability  of  rules  and 
regulations. 

Authority:  Title  I.  Housing  and  Community 
Development  Act  of  1974  (42  U.S.C.  5301  et 
seq.)*.  Title  I,  Housing  and  Community 
Development  Act  of  1977  (Pub.  L.  95-128);  and 
sec.  7(d),  Department  of  Housing  and  Urban 
Development  Act  (42  U.S.C.  5335(d).) 

Subpart  G— Urban  Development 
Action  Grants 
§  570.450  Purpose. 

(a)  The  purpose  of  urban  development 
action  grants  is  to  assist  distressed 
cities  and  urban  counties  which  require 
increased  public  and  private  investment 
in  order  to  strengthen  their  economic, 
employment,  and  tax  base.  The  program 
is  intended  to  help  revitalize  cities  and 
urban  counties  experiencing  a 
combination  of  the  following 
characteristics:  loss  of  population  and 
jobs,  stagnating  or  declining  tax  bases, 
high  percentages  of  poverty,  low  per 
capita  income  change,  high 
unemployment,  and  deteriorating 
housing. 

(b)  HUD  will  allocate  grant  funds 
throughout  the  year  to  ensure  that 
assistance  is  available  for  each  calendar 
quarter.  Not  less  than  twenty-five 
percent  of  the  funds  made  available 
under  this  subpart  shall  be  used  for 
small  cities. 

§  570.451  Definitions. 

The  following  definitions  apply  only 
to  this  subpart: 

(a)  A  “large  city"  means  any 
metropolitan  city  pursuant  to  §  570.3(r) 
and  any  city  with  a  population  of  50,000 
or  more. 

(b)  A  “small  city”  means  any  city 
under  fifty  thousand  is  not  a  central  city 
of  a  metropolitan  area. 

(c)  A  “distressed  community”  is  a  city 
or  urban  county  which  meets  the  criteria 
in  §  570.452. 

(d)  An  “eligible  applicant”  is  a  city  or 
urban  county  which  meets  the 
requirements  of  §  570.452  on  distress 
and  the  requirements  of  §  570.453  on 
eligibility. 

(e)  “Activities”  mean  the  action  grant 
funded  activities,  unless  otherwise 
specified  as  including  the  non-action 
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grant  funded  activities,  as  described  in 
the  grant  agreement. 

(f)  A  “project”  means  the  group  of 
integrally  related  public  and  private 
activities  described  in  the  grant 
agreement  which  are  to  be  carried  out  to 
meet  the  objectives  of  the  action  grant 
program,  and  it  consists  of  all  action 
grant  funded  activities  together  with  all 
non-action  grant  funded  activities.  There 
are  three  types  of  action  grant  projects: 

(1)  “Commercial  projects"  are  those 
which  are  predominantly  retail,  ofHce  or 
commercial  in  nature  and  which  are 
located  in  primarily  commercial  areas 
such  as  a  central  business  district. 

(2)  “Industrial  projects”  are  those 
which  are  predominantly  warehousing, 
manufacturing  or  industrial  in  nature 
and  which  are  located  in  primarily 
industrial  areas  such  as  an  industrial 
park  or  a  central  business  district. 

(3)  “Neighborhood  projects”  are  those 
which:  (i)  Include  industrial, 
commercial,  and/or  residential  action 
grant  funded  or  non-action  grant  funded 
activities  located  in  a  residential  area  or 
(ii)  are  predominantly  residential  in 
nature  such  as  the  construction  of  new 
housing  units  or  the  rehabilitation  of 
existing  units. 

(g)  A  “participating  party”  is  any 
person,  firm,  corporation,  or  entity  so 
identified  in  the  grant  agreement  which 
has  agreed  to  perform  action  grant  or 
non-action  grant  fimded  activities. 

(h)  A  “firm  private  commitment” 
means  the  agreement  by  which  the 
private  participating  party  in  the  action 
grant  program  agrees  to  perform  an 
action  grant  funded  or  non-action  grant 
funded  activity  specified  in  the 
application  and  demonstrates  the 
financial  capacity  to  deliver  the 
resources  necessary  to  carry  out  the 
action  grant  funded  or  non-action  grant 
funded  activity,  and  commits  the 
resources  to  the  project.  No  project  will 
be  considered  for  funding  uriless  it 
contains  a  firm  private  commitment. 
Although  a  firm  private  commitment 
need  not  be  legally  binding  at  the  time 
preliminary  funding  decisions  are  made, 
it  must  be  legally  binding  before  action 
grant  funds  may  be  expended.  In 
documenting  a  firm  private  commitment, 
the  private  participating  party  must: 

(1)  specify  the  authority  by  which  the 
commitment  is  made,  the  amount  of  the 
commitment  and  the  use  of  the  funds.  If 
the  committed  action  grant  funded  or 
non-action  grant  funded  activity  or  a 
portion  of  it  is  to  be  self-financed,  the 
private  participating  party  must 
evidence  its  financial  capability  through 
a  corporate  or  personal  financial 
statement  or  through  other  appropriate 
means.  If  any  portion  of  it  is  to  be 
financed  through  a  lending  institution. 


the  participant  must  submit  evidence  of 
the  institution’s  commitment  to  fund  the 
loan; 

(2)  state  the  amount  and  use  of  the 
action  grant,  and  the  relationship  of  the 
action  grant  to  the  proposed  investment, 
and  the  number  of  net  new  permanent 
and  construction  jobs  to  be  created  by 
the  action  grant  funded  or  non-action 
grant  funded  activity; 

(3)  affirm  that  its  investment  is 
contingent  upon  receipt  of  the  total 
action  grant  or  other  public  money  (or  a 
specified  portion  thereof),  include  a 
statement  that  but  for  the  receipt  of  the 
public  funds  requested,  this  project 
would  not  be  built,  and  state  a 
willingness  on  the  part  of  the  signatory 
to  sign  a  legally  binding  commitment 
upon  preliminary  approval  of  the  action 
grant. 

(i)  A  “firm  public  commitment”  means 
the  agreement  by  which  the  public 
participating  party  in  the  action  grant 
program  agrees  to  perform  the  action 
grant  funded  or  non-action  grant  funded 
activity  specified  in  the  application  and 
commits  the  necessary  resources  to  the 
project.  No  project  containing  a 
requirement  for  other  public  financing 
will  be  considered  for  funding  unless  it 
contains  a  firm  public  commitment. 
Documentation  of  a  firm  public 
commitment  will  generally  take  the  form 
of  a  city  or  county  council  resolution  or 
a  letter  from  a  federal  or  state  agency 
stating  the  amount  and  purpose  of  the 
funding  available,  and  that  the  funds  are 
committed  to  the  project. 

(j)  A  “legally  binding  commitment" 
means  a  legally  enforceable  written 
obligation  made  by  a  private  or  public 
participating  party  to  complete  a 
specified  activity  or  set  of  activities 
(action  grant  or  non-acton  grant  funded) 
which  is  approved  as  part  of  the  action 
grant  project. 

(k)  The  “leveraging  ration”  is  defined 
as  the  total  amount  of  firm  private 
commitment  generated  by  the  project 
divided  by  the  amount  of  action  grant 
funds  awarded  to  the  project. 

(l)  In  calculating  the  amount  of  firm 
private  commitment,  HUD  will  only 
corisider  investments  which  are 
contingent  upon  the  receipt  of  action 
grant  funds  and  which  are  necessary  to 
make  a  permanent  capital  improvement. 
For  example,  expenditures  for  land 
assembly,  new  construction  or 
rehabilitation  will  be  included  in  the 
calculation  of  the  private  commitment 
for  a  project.  Working  capital  and 
inventory  will  not  be  included. 

(2)  A  hypothetical  example  illustrates 
how  the  leveraging  ratio  is  derived.  A 
private  industry  agrees  to  build  a  wigdet 
factory.  The  company  agrees  to  put  $1 
million  in  equity  into  the  plant,  borrows 


$5  million  in  a  first  mortgage  from  a 
bank,  and  needs  a  million  dollar  second 
mortgage  in  action  grant  funds  to 
complete  the  project.  In  addition  the 
applicant  agrees  to  use  $500,000  in 
community  development  block  grant 
funds  to  provide  off-site  improvement. 
The  leveraging  ratio  would  be  obtained 
by  adding  the  $1  million  equity,  the  $5 
million  first  mortgage,  plus  the 
discounted  value  of  the  action  grant 
second  mortgage  which  (for  the  purpose 
of  this  example)  equals  $700,000.  The 
total  amount  of  firm  private 
commitments  equals  $6.7  million  for  a 
6.7  to  1.0  leveraging  ratio. 

§  570.452  Distressed  communities. 

(a)  General  Distressed  communities 
are  those  cities  and  urban  counties 
which  meet  the  appropriate  critefia  of 
physical  and  economic  distress  as 
specified  in  this  section.  Cities 
participating  in  the  Community 
Development  Block  grant  program  in 
cooperation  with  an  urban  county,  as 
provided  in  §  570.105  (b)(l)(iii)(C),  are 
potential  applicants  under  this  subpart  if 
they  meet  the  requirements  of  this 
section.  Such  cities  may  at  the  same 
time  continue  as  cooperating  units  of 
government  in  the  urban  county’s 
entitlement  grant  application.  Towns 
and  Townships,  pursuant  to  section  570, 

§  570.3(e),  may  apply.  Towns  and 
townships  which  do  not  qualify  under 
the  closely  settled  requirement  of  that 
section  may  request  that  the  Secretary 
waive  this  requirement. 

(b)  Minimum  standards  of  physical 
and  economic  distress.  (1)  From  time  to 
time,  HUD  will  publish  in  Notice  form 
the  specific  minimum  standards  of 
physical  and  economic  distress  used  in 
determining  which  cities  and  urban 
counties  are  potentially  eligible 
applicants  for  action  grant  funds.  These 
standards  will  be  derived  by  using  the 
best  and  most  recent  available  data  for 
the  community  as  a  whole,  allowing  for 
comparisons  between  cities  and  urban 
counties  of  the  same  size  class  in  the 
following  categories:  (i)  percentage  of 
housing  constructed  prior  to  1940,  (ii)  per 
capita  income  change,  (iii)  percentage  of 
poverty,  (iv)  population  grow’th  lag/ 
decline,  (v)  job  lag/decline,  and  (vi) 
unemployment. 

(2)  Any  city  or  urban  county  which  no 
longer  qualifies  on  the  basis  of  distress 
due  to  a  change  in  applicable  data  will 
have  up  to  two  calendar  quarters  to 
submit  full  applications  following  the 
anouncement  of  that  change.  HUD  will 
establish  a  date  by  which  such 
applications  will  no  longer  be  accepted 
and  will  publish  the  date  in  the  Notice. 

(c)  Large  cities  and  urban  counties.  (1) 
In  order  to  qualify  as  distressed 
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communities,  large  cities  and  urban 
counties  must  meet  three  of  the  six 
currently  applicable  minimum  standards 
of  physical  and  economic  distress 
specified  in  paragraph  (b)  (1)  of  this 
section. 

(2)  If  the  city  or  urban  county’s 
percentage  of  poverty  is  less  than  one- 
half  of  the  HUD  established  standard, 
then  it  must  meet  four  of  the  six 
minimum  standards. 

(d)  Small  Cities.  In  order  to  qualify  as 
distressed  comunities,  small  cities  must 
meet  the  minimum  standards  of  physical 
and  economic  distress  for  the  categories 
appropriate  to  their  size  class  as 
outlined  below.  Two  size  classes  are 
used,  based  on  the  most  recent 
population  data  estimated  by  the  Bureau 
of  the  Census.  One  is  for  cities  whose 
population  is  estimated  to  be  at  least 
25,000  but  not  more  than  50,000.  The 
other  is  for  cities  whose  estimated 
population  is  less  then  25,000. 

(1)  Cities  of  less  than  25,000 
population. 

(1)  If  the  percentage  of  poverty  is  at 
least  one-half  of  the  HUD  established 
standard  the  city  must  meet  standards 
in  three  of  the  following  four  areas; 

(A)  Percentage  of  housing  constructed 
prior  to  1940. 

(B)  Per  capita  income  change. 

(C)  Percentage  of  poverty. 

(D)  Population  growth  lag/decline. 

(ii)  If  the  percentage  of  poverty  is 
twice  the  HUD  established  standard,  the 
city  must  meet  only  one  other  minimum 
standard. 

(iii)  If  the  percentage  of  year-round 
housing  units  constructed  prior  to  1940  is 
twice  the  HUD  established  standard,  the 
city  must  meet  only  the  poverty 
standard. 

(2)  Cities  of  25,000  population,  but  not 
greater  than  50,000  population. 

(i)  Must  meet  the  minimum  standards 
in  three  of  the  following  Bve  areas: 

(A)  Percentage  of  housing  constructed 
prior  to  1940, 

(B)  Per  capita  income  change. 

(C)  Percentage  of  poverty. 

(D)  Population  growth  lag/decline. 

(E)  Job  lag/decline. 

(ii)  If  the  percentage  of  poverty  is  less 
than  one-half  of  the  HUD  established 
standard,  the  city  must  meet  all  four 
other  minimum  standards. 

(iii)  If  the  percentage  of  poverty  is 
twice  the  HUD  established  standard,  the 
City  must  meet  only  one  other  minimum 
standard. 

(iv)  If  the  percentage  of  year  round¬ 
housing  units  constructed  prior  to  1940  is 
twice  the  HUD  established  standard,  the 
city  must  meet  only  the  poverty 
standard. 


§  570.453  Eligible  applicants. 

(a)  Eligibility.  Cities  and  urban 
counties  which  qualify  as  distressed 
communities,  pursuant  to  §  570.452,  by 
meeting  the  appropriate  distress  criteria 
must  be  determined  eligible  in  order  to 
submit  a  full  application  which  will  be 
considered  for  fynding  under  the  action 
grant  program. 

(1)  Pre-application  request  for  a 
determination  of  eligibility.  Distressed 
communities  must  request  a 
determination  of  eligibility  prior  to 
submission  of  their  first  full  application. 
The  request  for  a  determination  of 
eligibility  must  be  submitted  to  the 
appropriate  HUD  Area  Office  on 
Standard  Form  424,  as  modiHed  by 
HUD,  at  least  60  days  prior  to  the 
deadline  for  submission  of  the  full 
application  (or  at  a  later  time  as 
authorized  by  the  Secretary  pursuant  to 
§  570.4).  To  qualify  as  an  eligible 
applicant,  a  city  or  urban  county  must 
meet  the  requirements  of  paragraphs  (a), 

(b)  and  (c)  of  this  section. 

(2)  Duration  of  Eligibility.  Once  an 
applicant  has  been  determined  eligible, 
a  preapplication  need  not  be  filed  again; 
however,  in  order  to  remain  eligible,  the 
city  or  urban  county  must  continue  to 
demonstrate  results  in  providing  low- 
and  moderate-income  housing  and  equal 
opportunity  in  housing  and  employment 
as  described  in  this  section.  Large  cities 
and  urban  counties  shall  submit  their  , 
most  recent  EEO-4  form  by  November 
30  each  year  to  the  HUD  Area  Office. 
Small  cities  shall  submit  their  most 
recent  EEO-4  forms  or  recent 
comparable  data  by  November  30  each 
year  to  the  HUD  Area  Office.  The  Area 
Office  will  review  this  information  along 
with  other  data  concerning  results  in 
providing  housing  and  equal  opportunity 
described  in  paragraphs  (b)  and  (c)  of 
this  section  received  by  the  Area  Office. 

(3)  Withdrawal  of  Eligibility. 

Eligibility  status  may  be  withdrawn  at 
any  time  if  the  distressed  commimity 
fails  to  continue  to  demonstrate  results 
in  providing  housing  or  equal 
opportunity. 

(b)  Results  in  Providing  Housing.  In 
order  to  qualify,  the  distressed 
community  must  demonstrate  that  it  has 
achieved  results  in  providing  housing  for 
persons  of  low-  and  moderate-income. 
Among  the  factors  HUD  will  consider 
are  the  number  of  federally  or  other 
assisted  housing  units  provided  for  low- 
and  moderate-income  households 
especially  since  1974.  Specihcally,  HUD 
will  evaluate  the  distressed  community’s 
actions  in  implementing  the  proportional 
goals  established  in  any  HUD-approved 
Housing  Assistance  Plan  as  well  as 
actions  to  provide  such  housing  taken 


previous  to  the  establishment  of  a 
Housing  Assistance  Plan.  This 
evaluation  would  include  a  review  of 
such  local  actions  as  the  removal  of 
impediments  in  local  ordinances  and 
land  use  requirements  to  the 
development  of  assisted  housing,  the 
formation  of  a  local  housing  authority 
when  necessary  to  carry  out  the 
Housing  Assistance  Plan,  the  provision 
of  sites  for  assisted  housing  when 
resources  are  available,  and  other 
actions  appropriate  for  implementation 
of  the  Housing  Assistance  Plan.  The 
actions  of  a  city  which  previously 
participated  in  the  community 
development  block  grant  program  as 
part  of  an  urban  county  shall  be 
considered  with  regard  to  the  provision 
of  assisted  housing  in  accordance  with 
the  HUD-approved  Housing  Assistance 
Plan  for  the  urban  county.  If  the 
distressed  community  has  never  had  a 
HUD  approved  Housing  Assistance 
Plan,  it  must  demonstrate  that  it 
previously  has  provided  or  assisted  in 
the  provision  of  housing  for  low-  and 
moderate-income  persons  and  families. 

(c)  Results  in  Providing  Equal 
Opportunity.  In  order  to  qualify,  the 
distressed  community  must  demonstrate 
that  it  has  achieved  results  in  providing 
equal  opportunity  in  housing  and 
employment  for  low-  and  moderate- 
income  persons  and  members  of 
minority  groups.  Among  the  factors 
which  HUD  will  consider  are:  (1)  The 
location  and  occupancy  characteristics 
of  federally  or  other  assisted  housing 
units  provided  for  families,  and  the 
extent  to  which  the  use  of  these 
programs  promotes  and  shows  progress 
in  promoting  a  greater  choice  of  housing 
opportunity  for  low-  and  moderate- 
income  persons  in  areas  outside  of  low 
income  and  minority  concentration;  (2) 
whether  the  distressed  community  is 
actively  engaged  in  promoting  housing 
choice  in  all  of  its  neighborhoods 
through  participation  in  an  area-wide 
affirmative  marketing  effort,  a  New 
Horizons  Fair  Housing  Assistance 
Project,  or  other  fair  housing  actions 
designed  to  eliminate  and  prevent 
discrimination  in  the  private  housing 
market  throughout  the  distressed 
community’s  jurisdiction;  (3)  whether 
relocation  as  a  result  of  federally 
assisted  programs  has  resulted  in 
expanded  housing  opportunities  for 
minorities  outside  areas  of  minority  or 
low-income  concentration;  (4)  whether 
the  distressed  community  is  a 
participating  jurisdiction  in  an  approved 
Housing  Opportunity  Plan,  where  such 
plan  includes  the  community’s 
jurisdiction;  (5)  whether  the  distressed 
community’s  performance  reports  to 
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HUD  and/or  the  Equal  Employment 
Opportunity  Commission  indicate 
significant  progress  in  hiring,  training, 
and  promoting  nrinorities  and  lower- 
income  persons. 

§  570.454  Other  actions  which  must  be 
taken  prior  to  submission  of  a  full 
application. 

(a)  Citizen  Participation.  Prior  to 
submission  of  a  full  application,  the 
applicant  must: 

(1)  prepare  and  follow  a  written 
citizen  participation  plan,  which  plan 
provides  the  opportunity  for  citizens  to 
participate  in  the  development  of  the 
application,  with  special  attention  to 
measures  to  encourage  the  statement  of 
views  and  the  submission  of  proposals 
by  low-  and  moderate-income  persons, 
minorities,  and  residents  of  blighted 
neighborhoods,  and  to  scheduling 
hearings  at  times  and  locations  which 
are  convenient  to  all  citizens  including 
the  handicapped. 

(2}  provide  citizens  with  adequate 
information  concerning  the  amount  of 
funds  available  for  proposed  activities, 
the  range  of  action  grant  funded  and 
nonaction  grant  funded  activities  that 
may  be  undertaken,  and  other  important 
program  requirements. 

(3)  hold  public  hearings  to  obtain  the 
views  of  citizens,  of  which  at  least  one 
hearing  concerns  needs  which  may  be 
dealt  with  under  this  subpart,  and  at 
least  one  hearing  concerns  the 
application  prior  to  official  action 
authorizing  submission  of  the 
application. 

(4)  publish  prior  to  each  public 
hearing  a  notice  in  easily  readable  type 
in  the  non-legal  section  of  newspapers 
of  general  circulation  including  minority 
and  non-English  language  newspapers 
where  they  exist.  Such  notices  shall 
indicate  the  time,  date,  place  and 
procedures  of  the  hearings  and  the 
topics  to  be  considered.  The  notice  of 
the  urban  development  action  grant 
hearing  concerning  needs  under  this 
subpart  must  be  published  as  a  separate 
agenda  item  if  the  meeting  is  also  to 
consider  needs  for  the  Community 
Development  Block  Grant  program. 

(5)  Nothing  in  these  requirements 
however,  shall  be  construed  to  restrict 
the  responsibility  and  authority  of  the 
applicant  for  the  development  of  the 
application  and  the  execution  of  the 
urban  development  action  grant 
program. 

(b)  Environmental  Assessment.  Cities 
and  urban  counties  must  have  a  level  of 
clearance  finding  in  accordance  with 

§  58.15(d)  of  subtitle  A  of  this  title. 
Applications  will  not  be  accepted,  for 
funding  consideration,  unless  a  level  of 


environmental  clearance  finding  is  made 
by  the  time  of  submission. 

(c)  Flood  and  Drainage  Facilities.  If 
the  project  involves  flood  and  drainage 
facilities,  the  application  must  include 
evidence  that  the  requirements  of 

§  570.607  have  been  satisfied.  That  is, 
the  applicant  must  have  submitted  a 
request  to  an  appropriate  public  agency 
for  funds,  received  notification  of 
rejection  from  that  agency  or 
notification  that  the  funds  are  not 
available  for  at  least  90  days,  and  the 
applicant  must  notify  HUD  of  the  results 
of  this  request. 

(d)  Modified  OMB  Circular  A-95 
procedure  for  applications.  Applicants 
must  comply  with  all  procedures  set 
forth  in  Part  I  of  OMB  Circular  No.  A-95 
except  as  modihed  below.  Those 
procedures  also  require  that  significant 
program  changes  or  amendments 
submitted  to  HUD  in  accordance  with 

§  570.462  shall  be  submitted  to 
clearinghouses. 

(1)  Notification.  Applicants  shall 
submit  a  copy  of  the  request  for 
determination  of  eligibility  to  all 
appropriate  State  and  areawide 
clearinghouses  at  the  time  the  request  is 
submitted  to  HUD.  This  shall  serve  as 
the  Notification  of  Intent  for  the 
applicant’s  first  application.  HUD  will 
provide  clearinghouses  with  a  copy  of 
its  notification  to  the  applicant  of  its 
eligibility  status.  For  all  subsequent 
application  submissions,  applicants 
must  follow  the  normal  notification 
procedures  set  forth  in  Part  1  of  OMB 
Circular  No.  A-95,  with  a  copy 
forwarded  simultaneously  to  the 
appropriate  HUD  Area  Office. 

(2)  Clearinghouse  Review  Period. 
Unless  the  requirement  is  waived  by  a 
clearinghouse,  applicants  shall  provide 
the  clearinghouse  a  period  of  thirty-days 
to  review  the  completed  application  and 
to  transmit  to  the  applicant  any 
comments  or  recommendations,  prior  to 
submission  of  the  application  to  HUD. 

(3)  Comments.  The  applicant  shall 
transmit  all  comments  with  the 
application  to  HUD.  In  instances  where 
comments  are  not  received  by  the 
applicant  within  the  thirty  day  period, 
the  applicant  shall  include  a  statement 
indicating  that  the  State  and  areawide 
clearinghouses  were  notihed  and  no 
comments  were  received.  Any 
comments  received  late  shall  be 
submitted  to  HUD  immediately  upon 
receipt.  The  A-95  comments  will  be 
considered  with  the  application  through 
the  review  and  selection  process.  If  the 
A-95  review  comments  contain  any 
findings  of  inconsistency  with  State, 
areawide,  or  local  plans  or 
noncompliance  with  environmental  or 
civil  rights  laws,  the  applicant  must 


state  how  it  proposes  to  resolve  the 
finding  or  state  its  justification  for 
proposing  to  proceed  with  the  project 
despite  the  findings  developed  through 
the  A-95  review  process. 

§570.455  Eligible  activities. 

(a)  Except  as  speciHed  in  §  570.456, 
grant  assistance  will  be  made  available 
for  any  eligible  activity  speciHed  in 
Subpart  C  which  supports  a  commercial, 
industrial,  or  neighborhood  project.  If 
permissible  under  State  and  local  law, 
the  applicant  may  undertake  activities 
outside  of  the  applicant’s  jurisdiction 
where  the  benefits  of  the  project  accrue 
to  the  applicant. 

(b)  If  an  applicant  requests  assistance 
for  an  activity  not  eligible  under  Subpart 
C,  then  the  applicant  must  demonstrate 
that  the  activity  proposed  is  consistent 
with  the  objectives  of  revitalizing  the 
applicant’s  economic  base  or  reclaiming 
neighborhoods  having  excessive  housing 
abandonment  or  deterioration.  Among 
the  factors  HUD  will  consider  in 
determining  whether  or  not  an  activity 
ineligible,  under  Subpart  C,  will  be 
funded  are  the  following:  The  necessity 
of  the  activity  in  stimulating  private 
investment  in  the  proposed  project;  the 
amount  of  long-term  employment 
accessible  to  low-  and  moderate-income 
persons  and  minorities  generated  by  the 
proposed  project;  the  degree  of  impact 
of  the  proposed  project  on  the  economic 
condition  of  the  community;  and  the 
effectiveness  of  the  proposed  project  as 
a  stimulus  to  area  revitalization. 

New  housing  construction  may  be 
assisted  if  the  applicant  demonstrates, 
in  addition  to  the  factors  specified 
above,  that  the  proposed  new  housing  is 
consistent  with  the  applicant’s 
community  development  and  housing 
strategy  and  that  other  resources  are.not 
adequate. 

§  570.456  Ineligible  activities  and 
limitations  on  eligible  activities. 

(a)  Large  cities  and  urban  counties 
may  not  use  assistance  under  this 
subpart  for  planning  the  project  or 
developing  the  application.  However, 
they  may  use  entitlement  community 
development  block  grant  funds  for  this 
purpose.  Any  small  city  which  submits  a 
project  application  which  is  selected  for 
preliminary  approval  and  for  which 
HUD  processes  a  grant  agreement 
pursuant  to  §  570.461  and  a  release  of 
funds  pursuant  to  24  CFR  Part  58  may 
devote  up  to  three  (3)  percent  of  the 
approved  amount  of  its  action  grant  to 
defray  its  actual  costs  in  planning  the 
project  and  preparing  its  application. 

(b)  Assistance  under  this  subpart  may 
not  be  used  for  public  services  as 
described  in  §  570.201(e). 
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(c)  Except  as  speciHed  herein,  no 
assistance  will  be  provided  for  projects 
intended  to  facilitate  the  relocation  of 
industrial  or  commercial  plants  or 
facilities  from  one  area  to  another, 
unless  the  Secretary  Hnds  that  such 
relocation  does  not  significantly  and 
adversely  affect  the  level  of 
unemployment  or  the  economic  base  of 
the  area  from  which  such  industrial  or 
commercial  plant  or  facility  is  to  be 
relocated.  However,  moves  within  a 
metropolitan  area  shall  not  be  subject  to 
this  provision. 

§  570.457  Relocation  and  land  acquisition. 

(a)  Application  of  the  Uniform  Act. 
The  Uniform  Relocation  Assistance  and 
Real  Property  Acquisition  Policies  Act 
of  1970  (Uniform  Act)  and  HUD 
implementing  regulations  at  24  CFR  Part 
42  (Uniform  Relocation  Assistance  and 
Real  Property  Acquisition)  apply  to  the 
acquisition  of  real  property  by  any  State 
agency  (as  defined  at  24  CFR  42.85)  for  a 
project  assisted  under  this  subpart  and 
to  any  displacement  that  results  from 
such  acquisition.  More  specific 
instructions  about  the  applicability  of 
the  Uniform  Act  are  contained  in 

§  570.602(a). 

(b)  Displacement  not  subject  to  the 
Uniform  Act.  The  provisions  of  this 
paragraph  apply  to  action  grant  funded 
and  non-action  grant  funded  activities 
not  subject  to  the  Uniform  Act.  HUD  has 
determined  that  requirements  identical 
to  those  set  forth  at  24  CFR  Part  42,  as 
modified  by  the  following  provisions  of 
this  paragraph,  shall  apply  to  each 
tenant  (not  an  owner-occupant)  who 
occupies  the  site  of  an  action  grant 
funded  or  non-action  grant  funded 
activity. 

(1)  Issuance  of  notice  to  residential 
tenant.  Within  30  days  after  preliminary 
funding  approval  is  announced  or  at 
such  later  date  agreed  to  by  HUD.  the 
applicant  shall  issue  each  residential 
tenant  either  a  notice  of  displacement 
(described  at  $  42.205)  that  is  effective 
immediately  or  a  notice  of  right  to 
continue  in  occupancy  (described  at 
§  42.207).  Any  tenant  required  by  the 
owner  to  move  fi’om  the  property,  other 
than  for  cause,  before  issuance  of  such  a 
notice,  but  after  the  submission  of  the 
action  grant  application  to  HUD,  shall 
be  issued  a  notice  of  displacement 
effective  on  the  date  the  tenant  vacated 
the  property.  In  the  latter  case,  the  one- 
year  period  (see  §  42.451(c))  within 
which  the  tenant  must  purchase /rent 
and  occupy  a  replacement  dwelling  (if 
he  or  she  chooses  to  relocate  again)  and 
the  18-month  period  for  filing  relocation 
payment  claim(s)  shall  not  begin  until 
after  the  tenant  has  been  provided  a 
reasonable  choice  of  opportunities  to 


relocate  to  a  comparable  replacement 
dwelling. 

(2)  Issuance  of  notice  to 
nonresidential  tenants.  The  applicant 
shall  determine  whether  or  not  a 
nonresidential  tenant  will  be  required  to 
move  as  a  result  of  the  urban 
development  action  grant  project.  If  a 
nonresidential  tenant  is  ordered  to 
vacate  the  property  in  connection  with 
the  action  grant  funded  or  non-action 
grant  funded  activity  or  the  applicant 
determines  that  undue  hardships  (e.g., 
substantial  increase  in  rent  or  costly 
suspension  of  operations)  will  result 
from  the  project,  it  shall  promptly  issue 
the  tenant  a  notice  of  displacement 
(described  at  24  CFR  42.205).  If  a 
nonresidential  tenant  is  not  required  to 
move  as  a  result  of  the  project,  the  terms 
and  conditions  of  continued  occupancy 
are  matters  for  negotiation  between  the 
owner  and  tenant. 

(3)  “Initiation  of  negotiations. "  For 
purposes  of  determining  eligibility  for  a 
replacement  housing  payment  under 
Subpart  G  of  24  CFR  Part  42,  the 
effective  date  of  the  notice  of 
displacement  shall  be  considered  to  be 
the  “initiation  of  negotiations." 

(4)  Replacement  housing  payment.  A 
displaced  residential  tenant  who  meets 
the  eligibility  conditions  at  8  42.451  is 
entitled  to  a  replacement  housing 
payment  to  help  him  or  her  rent  or  buy  a 
replacement  dwelling.  Any  such  tenant 
who  chooses  to  buy  a  replacement 
dwelling  is  entitled  to  receive  a 
downpayment  assistance  payment 
computed  under  8  42.455.  Any  such 
tenant  who  elects  to  rent  a  replacement 
dwelling  is  entitled  to  a  rental 
assistance  payment  computed  in 
accordance  with  8  42.453,  unless  a 
Public  Housing  Agency  administering 
the  Section  8  Existing  Housing  Program 
(24  CFR  Part  882)  determines,  in 
accordance  with  the  Section  8  eligibility 
criteria  in  24  CFR  Part  889  and  selection 
criteria  described  in  its  Administrative 
Plan  approved  by  HUD,  that  the 
displaced  tenant  can  be  issued  a 
Certificate  of  Family  Participation  under 
that  program.  Assistance  under  the 
Certificate  can  only  occur  when  (i)  the 
tenant  has  voluntarily  selected  a 
replacement  dwelling  which  meets  the 
housing  quality  standards  and  other 
requirements  of  that  program  and  (ii)  the 
landlord  of  the  replacement  dwelling 
unit  is  willing  to  participate  in  the 
program.  If  the  tenant  elects  to  rent  a 
replacement  dwelling  that  cannot  be 
assisted  under  the  Section  8  Existing 
Housing  Program,  he/she  must  be 
offered  the  rental  assistance  payment 
described  at  8  42.453.  (If  an  eligible 
tenant  voluntarily  selects  a  rental  unit 


that  meets  the  Section  8  requirements 
and  the  owner  is  willing  to  participate  in 
the  Existing  Housing  Program  but  the 
tenant  refuses  the  Section  8  assistance, 
the  tenant  is  not  entitled  to  a  rental 
assistance  payment.  However,  the 
tenant  remains  eligible  for  a  moving 
expense  payment  computed  as 
described  at  8  42.303  or  8  42.353). 

(5)  Maximum  rent  under  notice  of 
right  to  continue  in  occupancy.  A 
residential  tenant  who  receives  a  notice 
of  right  to  continue  in  occupancy 
(described  at  8  42.207)  is  assured,  among 
other  things,  that  he  or  she  will  have  the 
right  to  occupy  the  property  for  a  period 
of  at  least  four  years  after  the  activity  is 
completed.  The  terms  and  conditions  of 
continued  occupancy  shall  be 
reasonable  and  shall  be  contained  in  a 
lease.  The  lease  shall  run  for  a  period  of 
at  least  four  (4)  years.  The  tenant’s 
rights  shall  be  in  accordance  with  the 
lease  and  the  provisions  of  State  and 
local  law.  The  procedures  for  an 
automatic  notice  of  displacement 
described  at  8  42.205(b)(2)  and 

8  42.207(a)(4)  shall  not  apply.  In 
addition,  the  provisions  at  8  42.207(a)(2) 
governing  the  tenant's  maximum 
monthly  housing  cost  (rent  and 
estimated  utility  charges)  during  the 
four-year  period  are  modified  to  read  as 
follows: 

(i)  During  the  first  year  of  the  four- 
year  period,  the  tenant’s  monthly 
housing  cost  shall  be  established  at  a 
level  that  does  not  exceed  the  greater  of: 

(A)  Twenty-five  percent  (25%)jof  the 
gross  income  of  all  adult  members  of  the 
household,  or 

(B)  105%  of  the  tenant’s  monthly 
housing  cost  for  the  unit  six  months 
prior  to  issuance  of  the  notice  of  right  to 
continue  in  occupancy. 

(ii)  At  the  end  of  the  first,  second  and 
third  years,  the  monthly  housing  cost 
may  be  increased.  The  monthly 
increase,  however,  shall  not  exceed  the 
sum  of  (A)  the  average  monthly  increase 
in  the  owner’s  costs  for  utility  charges 
and  property  taxes  over  the  previous 
year,  plus  (B)  five  percent  (5%)  of  the 
monthly  contract  rent  (exclusive  of 
utility  costs)  charged  during  the  prior 
year. 

(6)  Waiver  of  right  to  continue  in 
occupancy.  Nothing  in  these  regulations 
shall  prevent  a  fully  informed  tenant, 
who  will  not  be  required  to  relocate 
permanently,  firom  waiving  his/her  right 
to  be  issued  a  notice  of  right  to  continue 
in  occupancy. 

(7)  Ineligible  tenants.  Under  the 
following  circumstances,  the  tenant  is 
neither  entitled  to  a  notice  of 
displacement  nor  a  notice  of  right  to 
continue  in  occupancy,  nor  will  he  or 
she  receive  relocation  assistance. 
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(i)  The  action  grant  funded  or  non¬ 
action  grant  funded  activity  is  limited  to 
residential  rehabilitation  work  for  which 
the  cost  allocable  to  the  tenant’s  unit 
does  not  exceed  $2,500  and  the  recipient 
determines  that  the  tenant  will  not  be 
required  to  move  because  of  the 
rehabilitation.  In  a  building  of  two  or 
more  units,  the  cost  allocable  to  the 
tenant’s  unit  included  the  pro  rata  share 
of  the  cost  of  work  done  to  common 
elements  of  the  property. 

(ii)  The  tenant  moves  to  the  property 
after  submission  of  the  action  grant 
application  and  is  notified  prior  to 
occupancy  about  the  proposal  and  its 
effect  on  him/her. 

(c)  Responsibility  of  the  Applicant. 

The  applicant  is  responsible  for  assuring 
compliance  with  the  requirements  of 
paragraph  (b)  of  this  section.  To  pay  the 
cost  of  relocation  assistance,  including 
rental  assistance  payments,  the 
applicant  may  use  local  public  funds, 
action  grant  or  entitlement  community 
development  block  grant  funds  (24  £FR 
Part  570]  or  the  applicant  may  secure  a 
commitment  from  any  participating 
party  in  the  action  grant  program  to 
provide  the  necessary  funds.  Where  a 
notice  of  right  to  continue  in  occupancy 
is  to  be  provided  (see  paragraph  (b)(4)  of 
this  section),  the  applicant  is  responsible 
for  making  the  participating  party  aware 
of  its  obligations.  ^ 

§  570.458  Full  applications. 

(a)  Application  scope.  Applicants 
must  submit  a  separate  application  for 
each  proposed  project  as  defined  in 

§  570.451(f). 

(b)  Scope  of  the  proposed  project. 
Action  grant  projects  are  intended  to 
attract  new  private  investment  for 
neighborhood,  commercial  or  industrial' 
developments  that  alleviate  physical 
and  economic  distress.  The  proposed 
project  must  be  able  to  be  carried  out  in 
a  timely  fashion,  which  HUD  generally 
expects  not  to  exceed  four  years  from 
the  date  of  the  announcement  of 
preliminary  approval.  The  applicant 
shall  apply  for  action  grant  funds  in  an 
amount  which,  together  with  other 
public  and  private  resources,  will  be 
adequate  to  complete  the  project 
without  additional  action  grant  funds. 
While  a  recipient  may  remain  eligible 
for  action  grant  funding  for  other 
projects,  no  additional  funding  will  be 
available  in  the  future  to  complete  a 
project  already  approved.  Should 
additional  funding  be  required  to 
complete  a  previously  approved  project, 
the  applicant  must  provide  such  funding 
from  another  source  such  as  entitlement 
funds  (if  the  activities  are  eligible  under 
Subpart  C  and  meet  the  program  benefit 
requirement  under  Subpart  D],  local 


general  purposes  funds,  or  other  public 
or  private  resources, 

(c)  Submission  requirements. 
Applications  must  be  submitted  on  HUD 
forms  and  must  consist  of  the  following; 

(1)  Standard  Form  424,  prescribed  by 
OMP  Circular  No.  A-102  and  the  urban 
development  action  grant  application. 

(2)  A  community  development  plan 
and  a  housing  Assistance  Plan,  as 
specified  in  Subpart  D  of  this  chapter. 
An  applicant’s  approved  Community 
Development  Program  which  is  in  effect 
is  deemed  incorporated  in  the 
application  by  reference.  Small  cities 
which  do  not  have  a  Housing  Assistance 
Plan  in  effect  must  submit  a  small  cities 
single  purpose  Housing  Assistance  Plan 
and  Community  Development  Program 
pursuant  to  Subpart  F. 

(3)  A  brief  description  of  the 
applicant’s  urban  development  action 
grant  program,  which  shall  specify  an 
action  plan  and  strategy,  summarizing 
how  the  proposed  project  meets  the 
objectives  of  the  strategy  to  alleviate 
physical  and  economic  distress.  This 
program 

(i)  must  be  consistent  with  the  HUD 
approved  Community  Development 
Program  and  the  Housing  Assistance 
Plan  described  in  Subpart  D  or  F  as 
appropriate; 

(ii)  must  be  consistent  with  the 
Overall  Economic  Development  Program 
and  Plans  (OEDP)  required  by  the  Public 
Works  and  Economic  Development  Act 
of  1965,  as  amended,  if  the  OEDP  is 
applicant  to  the  project  area; 

(iii)  must  be  consistent  with  the 
Economic  Development  Strategy  (EDS) 
when  used  by  communities  to  meet 
planning  requirements  of  the  OEDP 
program  of  EDA  and  HUD;  and 

(iv)  must  describe  unique 
opportunities  to  attract  private 
investment  to  alleviate  physical  and 
economic  distress  within  the  applicant 
community. 

(4)  A  description  of  the  project  to  be 
undertaken,  contractual  commitment 
concerning  the  property  involved,  the 
nature  of  the  project,  the  number  and 
types  of  jobs  to  be  created  by  the 
private  participating  parties,  and  the 
taxes  to  be  generated.  The  applicant 
must  substantiate  the  market  and 
economic  feasibility  of  each  aspect  of 
the  proposed  project  and  must  assess 
the  impact  of  the  project  in  relation  to 
similar  existing  industrial,  commercial 
and  residential  uses  within  the 
applicant’s  jurisdication.  The  applicant 
must  identify  the  public  and  private 
participating  parties  in  the  proposed 
project  and  must  clarify  the  relationship 
of  each  to  the  request  for  action  grant 
funds.  Information  provided  shall 


include  proposed  cost  and  methods  of 
financing. 

(5)  The  status  of  environmental 
review  of  the  proposed  project,  and  a 
proposed  timetable  for  the  completion  of 
any  required  environmental  actions  as 
described  in  24  CFR  Part  58. 

(6)  Documentation  of  private  and 
public  commitments  which  will  be 
available  for  completing  the  project  as 
outlined  in  §  570.451  may  be  in  the  form 
of  a  firm  private,  firm  public  or  legally 
binding  commitment  between  the 
applicant  and  the  public  and  private 
entities.  No  application  will  be 
considered  feasible  and  effective  unless 
there  is  evidence  of  at  least  a  firm 
private  commitment. 

(7)  A  statement  analyzing  the  impact 
of  the  proposed  urban  development 
action  grant  program  on  the  residents  of 
any  affected  residential  neighborhood, 
particularly  those  containing  low-  and 
moderate-income  persons  and  members 
of  minority  groups,  and  on  the  affected 
neighborhood. 

(8)  A  summary  of  all  proposed 
expendiutures  to  be  undertaken  in  the 
project  and  a  breakdown  of  the 
individual  public  and  private 
expenditures. 

(9)  A  detailed  schedule  for 
accomplishing  each  part  of  the  proposed 
project. 

(10)  Maps,  aerial  photos,  site  plans  or 
other  graphic  descriptions  of  the 
applicant’s  jurisdiction,  the  location  of 
the  project,  access  to  the  project, 
surrounding  land  uses,  and  related 
property  information. 

(11)  Data  on  anticipated  involuntary 
displacement  and  relocation  of  residents 
by  household  type,  income  level,  and 
minority  status  and/or  businesses 
displaced  and  jobs  lost  due  to 
displacement.  The  following  must  be 
included:  a  description  of  the  efforts 
made  to  minimize  involuntary 
displacement,  including  an  analysis  of 
the  feasibility  of  undertaking  any 
rehabilitation  of  occupied  properties  in 
stages  in  order  to  minimize 
displacement;  a  description  of  the 
efforts  which  will  be  made  to  provide 
opportunities  to  low-  and  moderate- 
income  and  minority  persons  to  relocate 
outside  areas  of  low  income  and 
minority  concentration;  and  of  the 
opportunities  to  be  provided  to 
displaced  persons  and  businesses  to 
relocate  within  the  project  area. 

(12)  An  analysis^  the  impact  of  the 
project  on  the  special  problems  of  low- 
and  moderate-income  persons  and 
minorities. 

(13)  An  employment  plan  to  assure 
that  the  jobs  created  by  the  proposed 
project  will  be  available  to  the  long-term 
unemployed  and  underemployed.  The 
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use  of  job  training  programs  and 
consultations  with  the  CETA  provider 
should  be  detailed. 

(14)  The  record  of  the  applicant  in 
carrying  out  similar  projects.  If  the 
applicant  has  no  related  experience,  it 
should  provide  information  concerning 
its  abilities  to  successfully  complete  the 
project. 

(15)  Certifications.  The  applicant  shall 
submit  certifications,  in  such  form  as 
HUD  may  prescribe,  providing 
assurances  that: 

(i)  Prior  to  submission  of  its 
application,  it  has  followed  the  citizen 
participation  process  explained  in 

§  570.454(a). 

(ii)  The  proposed  project  is  consistent 
with  the  Community  Development 
program,  the  Housing  Assistance  Plan, 
and,  if  applicable,  the  Overall  Economic 
Development  Program  and  Economic 
Development  Strategy  administered  by 
the  Department  of  Commerce  (see 
paragraph  (d)(3)  of  this  section). 

(iii)  The  applicant’s  chief  executive 
officer  must  certify  that  in  his  or  her 
opinion,  the  private  development  would 
not  occur  unless  the  public  funding  on 
which  the  development  is  based 
becomes  available. 

(iv)  The  applicant’s  chief  executive 
ofHcer  must  certify  that  the  action  grant 
funds  will  not  substitute  for  local  public 
funds  which  are  available  and  which  are 
committed  by  line  item  specified  in  the 
applicant’s  local  budget  to  the  project 
described  in  the  action  grant 
application. 

(v)  It  possesses  legal  authority  to 
apply  for  the  grant  and  to  execute  the 
proposed  program. 

(vi)  Its  governing  body  has  duly 
adopted  or  passed  as  an  official  act  a 
resolution,  motion  or  similar  action 
authorizing  the  filing  of  the  application, 
including  all  understandings  and 
assurances  contained  therein,  and 
directing  and  authorizing  the  person 
identified  as  the  official  representative 
of  the  applicant  to  act  in  connection 
with  the  application  and  to  provide  such 
additional  information  as  may  be 
required. 

(vii)  It  has  complied  with  all  the 
requirements  of  0MB  Circular  A-95  as 
modified  by  24  CFR  570.310  and  that 
either: 

(A)  Any  comments  and 
recommendations  made  by  or  through 
clearinghouses  are  attached  and  have 
been  considered  prior  to  submission  of 
the  application;  or 

(B)  The  required  procedures  have 
been  followed  and  no  comments  or 
recommendations  have  been  received. 

(viii)  Its  chief  executive  officer  or 
other  ofHcer  of  the  applicant  approved 
by  HUD; 


(A)  Consents  to  assume  the  status  of  a 
responsible  Federal  official  under  the 
National  Environmental  Policy  Act  of 
1969,  insofar  as  the  provisions  of  such 
Act  apply  to  24  CFR  Part  570; 

(B)  Is  authorized  and  consents  on 
behalf  of  the  applicant  and  himself/ 
herself  to  accept  the  jurisdiction  of  the 
Federal  courts  for  the  purpose  of 
enforcement  of  his/her  responsibilities 
as  such  official. 

(ix)  It  will  comply  with  the 
regulations,  policies,  guidelines,  and 
requirements  of  OMB  Circular  No. 

A-102,  Revised,  and  Federal 
Management  Circular  74-4  as  they  relate 
to  the  application,  acceptance,  and  use 
of  Federal  funds  under  24  CFR  Part  570. 

(x)  It  will  administer  and  enforce  the 
labor  standards  requirements  set  forth 
in  24  CFR  570.605  and  HUD  regulations 
issued  to  implement  such  requirements. 

(xi)  It  will  comply  with  all 
requirements  imposed  by  HUD 
concerning  special  requirements  of  law, 
program  requirements,  and  other 
administrative  requirements,  approved 
in  accordance  with  OMB  Circular  No. 
A-102,  Revised. 

(xii)  It  will  comply  with  the  provisions 
of  Executive  Order  11296,  relating  to 
evaluation  of  flood  hazards  and 
Executive  Order  11288  relating  to  the 
prevention,  control,  and  abatement  of 
water  pollution. 

(xiii)  It  will  require  every  building  or 
facility  (other  than  a  privately  owned 
residential  structure)  designed, 
constructed,  or  altered  with  funds 
provided  under  24  CFR  Part  570  to 
comply  with  the  “American  Standard 
Specifications  for  Making  Buildings  and 
Facilities  Accessible  to,  and  Usable  by, 
the  Physically  Handicapped,”  Number 
A-117.1-R1971,  subject  to  the  exceptions 
contained  in  41  CFR 
101-19.  604.  ’The  applicant  will  be 
responsible  for  conducting  inspections 
to  insure  compliance  with  these 
specifications  by  the  contractor. 

(xiv)  It  will  comply  with: 

(A)  Title  VI  of  the  Civil  Rights  Act  of 
1964  (Pub.  L  88-352),  and  the  regulations 
issued  pursuant  thereto  (24  CFR  Part  1), 
which  provides  that  no  person  in  the 
United  States  shall  on  the  grounds  of 
race,  color,  or  national  origin,  be 
excluded  from  participation  in,  be 
denied  the  benefits  of,  or  be  otherwise 
subjected  to  discrimination  under  any 
program  or  activity  for  which  the 
applicant  receives  Federal  financial 
assistance  and  will  immediately  take 
any  measures  necessary  to  effectuate 
this  assurance.  If  any  real  property  or 
structure  thereon  is  provided  or 
improved  with  the  aid  of  Federal 
financial  assistance  extended  to  the 
applicant,  this  assurance  shall  obligate 


the  applicant,  or  in  the  case  of  any 
transfer  of  such  property,  any 
transferee,  for  the  period  during  which 
the  real  property  or  structure  is  used  for 
a  purpose  for  which  the  Federal 
financial  assistance  is  extended,  or  for 
another  purpose  involving  the  provision 
of  similar  services  or  benefits. 

(B)  Title  VIII  of  the  Civil  Rights  Act  of 
1968  (Pub.  L.  90-284),  as  amended, 
administering  all  programs  and 
activities  relating  to  housing  and 
community  development  in  a  manner  to 
afnrmatively  further  fair  housing;  and 
will  take  action  to  affirmatively  further 
fair  housing  in  the  sale  or  rental  of 
housing,  the  financing  of  housing,  and 
the  provisions  of  brokerage  services. 

(C)  Section  109  of  the  Housing  and 
Community  Development  Act  of  1974, 
and  the  regulations  issued  pursuant 
theretd  (24  CFR  570.601),  which  provide 
that  no  person  in  the  United  States  shall, 
on  the  grounds  of  race,  color,  national 
origin,  or  sex,  be  excluded  from 
participation  in,  be  denied  the  benefits 
of,  or  be  subjected  to  discrimination 
under,  any  program  or  activity  funded  in 
whole  or  in  part  with  funds  provided 
under  24  CFR  Part  570. 

(D)  Executive  Order  11063  on  equal 
opportunity  in  housing  and 
nondiscrimination  in  the  sale  or  rental 
of  housing  built  with  Federal  assistance. 

(E)  Executive  Order  11246,  and  the 
regulations  issued  pursuant  thereto  (24 
CFR  Part  130  and  41  CFR  Chapter  60). 
which  provides  that  no  person  shall  be 
discriminated  against  on  the  basis  of 
race,  color,  religion,  sex,  or  national 
origin  in  all  phases  of  employment 
during  the  performance  of  Federal  or 
federally  assisted  construction 
contracts.  Contractors  and 
subcontractors  on  Federal  and  federally 
assisted  construction  contracts  shall 
take  affirmative  action  to  insure  fair 
treatment  in  employment,  upgrading, 
demotion,  or  transfer;  recruitment  or 
recruitment  advertising;  layoff  or 
termination;  rates  of  pay  or  other  forms 
of  compensation;  and  selection  for 
training  and  apprenticeship. 

(xv)  It  will  comply  with  Section  3  of 
the  Housing  and  Urban  Development 
Act  of  1968,  as  amended,  requiring  that 
to  the  greatest  extent  feasible, 
opportunities  for  training  and 
employment  be  given  to  lower-income 
residents  of  the  project  area  and 
contracts  for  work  in  connection  with 
the  project  be  awarded  to  eligible 
business  concerns  residing  in  the  area  of 
the  project. 

(xvi)  It  will: 

(A)  To  the  greatest  extent  practicable 
under  State  law,  comply  with  Sections 
301  and  302  of  Title  III  (Uniform  Real 
Property  Acquisition  Policy)  of  the 
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Uniform  Relocation  Assistance  and  Real 
Property  Acquisition  Policies  Act  of  1970 
and  will  comply  with  Sections  303  and 
304  of  Title  III,  and  HUD  implementing 
instructions  at  24  CFR  Part  42:  and 

(B)  Inform  affected  persons  of  their 
rights  and  of  the  acquisition  policies  and 
procedures  set  forth  in  the  regulations  at 
24  CFR  Part  42  and  §  570.602(b). 

(xvii)  It  will: 

(A)  Comply  with  Title  II  (Uniform 
Relocation  Assistance)  of  the  Uniform 
Relocation  Assistance  and  Real 
Property  Acquisition  Policies  Act  of  1970 
and  HUD  implementing  regulations  at  24 
CFR  Part  42  and  §  570.602(a): 

(B)  Provide  relocation  payments  and 
offer  relocation  assistance  as  described 
in  Section  205  of  the  Uniform  Relocation 
Assistance  Act  to  ail  persons  displaced 
as  a  result  of  acquisition  of  real  property 
for  an  activity.  Such  payments  and 
assistance  shall  be  provided  in  a  fair 
and  consistent  and  equitable  manner 
that  insures  that  the  relocation  process 
does  not  result  in  different  or  separate 
treatment  of  such  persons  on  account  of 
race,  color,  religion,  national  origin,  sex, 
or  source  of  income: 

(C)  Assure  that,  within  a  reasonable 
period  of  time  prior  to  displacement, 
comparable  decent,  safe  and  sanitary 
replacement  dwellings  will  be  available 
to  displaced  families  and  individuals 
and  that  the  range  of  choices  available 
to  such  persons  will  not  vary  on  account 
of  their  race,  color,  religion,  national 
origin,  sex,  or  source  of  income;  and 

(D)  Inform  affected  persons  of  the 
relocation  assistance,  policies,  and 
procedures  set  forth  in  the  regulations  at 
24  CFR  Part  42  and  24  CFR  $  570.602(a). 

(xviii)  It  will  comply  with  the  special 
provisions  of  §  570.457  concerning  the 
relocation  of  residential  tenants  not 
covered  by  the  Uniform  Act. 

(xix)  It  will  establish  safeguards  to 
prohibit  employees  from  using  positions 
for  a  purpose  that  is  or  gives  the 
appearance  of  being  motivated  by  a 
desire  for  private  gain  for  themselves  or 
others,  particularly  those  with  whom 
they  have  family,  business,  or  other  ties. 

(xx)  It  will  comply  with  the  provisions 
of  the  Hatch  Act  which  limits  the 
political  activity  of  employees. 

(xxi)  It  will  give  HUD  and  the 
Comptroller  General  through  any 
authorized  representatives,  access  to 
and  the  right  to  examine  all  records, 
books,  papers,  or  documents  related  to 
the  grant. 

(xxii)  It  will  insure  that  the  facilities 
under  its  ownership,  lease,  or 
supervision  which  shall  be  utilized  in 
the  accomplishment  of  the  program  are 
not  listed  on  the  Environmental 
Protection  Agency’s  (EPA)  list  of 
Violating  Facilities  and  that  it  will  notify 


HUD  of  the  receipt  of  any 
communication  from  the  Director  of  EPA 
OfHce  of  Federal  Activities  indicating 
that  a  facility  to  be  used  in  the  project  is 
under  consideration  for  listing  by  the 
EPA. 

(xxiii)  It  will  comply  with  the  flood 
insurance  purchase  requirements  of 
Section  102(a)  of  the  Flood  Disaster 
Protection  Act  of  1973.  Pub.  L.  93-234,  87 
Stat.  975,  approved  December  31, 1973. 
Section  103(a)  required,  on  and  after 
March  2, 1974,  the  purchase  of  flood 
insurance  in  communities  where  such 
insurance  is  available  as  a  condition  for 
the  receipt  of  any  Federal  Rnancial 
assistance  for  construction  or 
acquisition  purposes  for  use  in  any  area 
that  has  been  identified  by  the  Secretary 
of  the  Department  of  Housing  and  Urban 
Development  as  an  area  having  special 
flood  hazards.  The  phrase  “Federal 
financial  assistance”  includes  any  form 
of  loan,  grant,  guaranty,  insurance 
payment,  rebate,  subsidy,  disaster 
assistance  loan  or  grant,  or  any  other 
form  of  direct  or  indirect  Federal 
assistance. 

(xxiv)  It  will,  in  connection  with  its 
performance  of  environmental 
assessments  under  the  National 
Environmental  Policy  Act  of  1969, 
comply  with  Section  106  of  the  National 
Historic  Preservation  Act  of  1966  (16 
U.S.C.  470),  Executive  Order  11593,  and 
the  Preservation  of  Archeological  and 
Historical  Data  Act  of  1966  (16  U.S.C. 
469a-l,  et  seq.)  by: 

(A)  Consulting  with  the  State  Historic 
Preservation  Officer  to  identify 
properties  listed  in  or  eligible  for 
inclusion  in  the  National  Register  of 
Historic  Places  that  are  subject  to 
adverse  effects  (see  36  CFR  600.8)  by  the 
proposed  action  activity;  and 

(B)  Complying  with  all  requirements 
established  by  HUD  to  avoid  or  mitigate 
adverse  effects  upon  such  properties. 

(xxv)  It  certifies  that  it  has  not 
knowingly  and  willfully  made  or  used  a 
document  or  writing  containing  any 
false,  fictitious,  or  fraudulent  statement 
or  entry.  18  U.S.C.  1001  provides  that 
whoever  does  so  within  the  jurisdiction 
of  any  department  or  agency  of  the 
United  States  shall  be  fined  not  more 
than  $10,000  or  imprisoned  for  not  more 
than  five  years,  or  both. 

(xxvi)  It  will  follow  the  cost-effective 
energy  efficiency  (conservation) 
standards  for  rehabilitation  of 
residential  properties  contained  in  the 
Appendix  to  the  regulations  issued 
under  24  CFR  Part  39  for  action  grant 
funded  and  non-action  grant  funded 
activities. 

(A)  Thermal  improvement  of 
construction  elements  which  would  not 


be  made  accessible  or  become  exposed 
during  rehabilitation  is  not  required. 

(B)  Energy  conservation 
improvements  not  practical  considering 
economic  feasibility,  program  needs, 
and  the  materials  and  type  of 
construction,  may  be  eliminated. 

(C)  For  mid-rise,  high-rise  and  many 
low-rise  multifamily  projects,  an  energy 
audit  must  be  carried  out  to  identify  and 
specify  the  energy  and  cost  savings 
which  are  estimated  to  result  from 
installing  energy  conservation  measures. 

(D)  All  measures  determined  to  be 
cost  effective,  given  loan  term  and 
interest  rate,  shall  be  accomplished, 
especially  weatherstripping  and 
caulking. 

§  570.459  Criteria  for  seiection. 

(a)  General  Grant  assistance  will  be 
made  available  in  order  to  achieve  a 
reasonable  balance  for  the.  program  as  a 
whole  among  feasible  and  effective 
neighborhood,  industrial  and 
commercial  projects.  To  be  considered 
for  project  selection,  a  proposal  must 
have  a  firm  private  commitment  and  a 
leveraging  ratio  of  at  least  2.5  to  1.0.  If 
public  fimding  is  required  by  the  project, 
then  a  firm  public  commitment  is 
necessary  to  be  considered  for  project 
selection. 

(1)  Each  calendar  quarter,  HUD  shall 
review  all  new  proposals  received  and 
all  proposals  pending  consideration  and 
shall  determine  which  among  such 
proposals  are  both  feasible  and 
effective.  Feasible  and  effective  projects 
will  be  compared  using  the  selection 
criteria  of  this  section  although 
neighborhood  projects  will  only  be 
compared  with  neighborhood  projects. 

(2)  The  nature  and  purpose  of  the 
proposed  project  will  determine  the 
extent  to  which  each  of  the  selection 
criteria  in  paragraphs  (e)  through  (t)  of 
this  section  will  apply. 

(b)  Requirements  which  must  be  met 
to  be  considered  for  project  selection. 

(1)  A  firm  private  commitment.  No 
projects  will  be  funded  under  this 
subpart  unless  there  is  a  firm  private 
commitment  to  finance  and  carry  out  the 
proposed  project.  The  private 
commitment  must  have  a  clear,  direct 
relationship  to  the  activities  for  which 
funding  is  being  requested. 

(2)  Leveraging  ratio.  Each  project 
considered  for  selection  for  funding 
must  have  a  leveraging  ratio  of  at  least 
2.5  to  1.0. 

(3)  A  firm  commitment  of  public 
resources.  If  a  project  requires  a 
commitment  of  other  public  resources, 
then  it  must  be  a  firm  public 
commitment. 

(c)  Selection  of  Projects  for 
Preliminary  Funding  Approval:  Large 


Federal  Register  /  Vol.  45,  No.  93  /  Monday,  May  12,  1980  /  Proposed  Rules 


31271 


cities  and  urban  counties.  Projects  shall 
be  selected  on  the  following  bases: 

(1)  As  the  primary  criterion,  the 
comparative  degree  of  physical  and 
economic  distress  among  applicants,  as 
measured  by  the  differences  in  the 
factors  set  forth  below,  which  shall  be 
assigned  the  following  relative  weights: 
(ij  The  percentage  of  their  total  housing 
stock  that  was  built  prior  to  1940;  0.5;  (ii) 
The  percentage  of  their  total  current 
population  that  was  in  poverty  in  1970: 
0.3;  and  (iii)  The  degree  to  which  their 
population  growth  rate  lags  behind  that 
of  all  metropolitan  cities:  0.2. 

(2)  The  comparative  degree  of 
physical  and  economic  distress  as 
measured  by  per  capita  income, 
unemployment,  and  job  lag/decline  and 

(3)  The  factors  contained  in 
paragraphs  (e)  through  (u)  of  this 
section. 

(d)  Selection  of  Projects  for 
Preliminary  Funding  Approval:  Small 
cities.  Projects  shall  be  selected  on  the 
following  bases: 

(1)  As  the  primary  criterion,  the 
comparative  degree  of  physical  and 
economic  distress  as  measured  by  the 
distress  standards  in  §  570.452(b)(2); 

(2)  the  factors  contained  in 
paragraphs  (e)  through  (u)  of  this 
section. 

(e)  The  impact  of  the  proposed  project 
on  the  employment  base  of  the 
community,  evaluating  the 
employment  impact  of  a  proposed 
project,  HUD  will  consider  such  factors 
as  the  net  number  of  new  permanent  or 
temporary  jobs  to  be  created  within  the 
distressed  community. 

(1)  Specifically  HUD  will  consider 
whether  the  project  includes  a  greater 
number  of  net  new  permanent  jobs  than 
other  similar  type  projects.  For  example, 
a  project  creating  1,000  new  permanent 
jobs  requiring  a  million  dollar 
investment  of  action  grant  funds  will 
have  an  action  grant  cost  of  $1,000  per 
job.  A  similar  project  having  an  action 
grant  cost  of  $10,000  per  job  will 
compare  less  favorably  on  this  factor 
than  the  project  having  a  $1,000  cost  per 
job.  Job  retention  and  construction  jobs 
will  receive  some  consideration  but  will 
be  given  less  weight  in  selection  than 
the  creation  of  new  permanent  jobs. 

(2)  HUD  will  consider  whether  the 
project  includes  a  greater  percentage  of 
low-  and  moderate-jobs  than  other 
similar  projects. 

(3)  HUD  will  consider  whether  the 
project  contains  a  greater  number  of 
jobs  on  a  percentage  basis  for  CETA 
eligible  persons  (the  structurally 
unemployed,  underemployed  or  for 
persons  from  low-  and  moderate-income 
households)  than  other  similar  projects. 


(f)  The  amount  of  the  leveraging  ratio. 
In  selecting  projects  for  funding,  HUD 
will  consider  whether  the  amount  of 
private  leverage  to  be  generated  by  a 
given  project  is  greater  than  that  of 
other  projects  of  the  same  tjrpe.  In  other 
words,  the  higher  the  leveraging  ratio, 
the  more  likely  it  is  that  the  project  will 
be  selected  for  preliminary  approval. 

(g)  The  impact  of  the  proposed  project 
on  the  fiscal  base  of  the  community.  The 
fiscal  impact  of  the  proposed  project 
will  be  measured  by  the  annualized 
increase  in  real  estate  and  other  taxes 
such  as  corporate,  sales  or  income  taxes 
accruing  to  the  applicant’s  jurisdiction 
which  the  applicant  may  receive  due  to 
the  proposed  project. 

In  selecting  projects  for  funding,  HUD 
will  consider  whether  a  given  project 
will  generate  a  greater  amount  of  tax 
revenues  in  relationship  to  the  requested 
action  grant  amount  than  other  projects. 
A  project  generating  a  $500,000  dnnual 
increase  in  property  taxes  for  a  million 
dollar  action  grant  investment  will  fare 
better  on  this  factor  than  a  project 
generating  a  $100,000  increase  in 
property  taxes  plus  a  $50,000  increase  in 
city  sales  tax  for  a  $2  million  action 
grant  investment.  The  respective  ratios 
will  be  50  cents  per  action  grant  dollar 
compared  to  7.5  cents  per  action  grant 
dollar.  In  addition,  other  revenues  which 
the  applicant  may  receive  will  be 
considered. 

(h)  The  impact  of  the  proposed  project 
on  the  physical  conditions  of  the 
community.  (1)  HUD  will  review  each 
project  to  determine  its  effectiveness  in 
alleviating  physical  distress  within  the 
community.  HUD  will  also  assess  the 
impact  of  each  project  in  relation  to 
similar  existing  industrial,  commercial 
and  residential  uses  within  the 
applicant’s  jurisdiction. 

(2)  In  selecting  projects  for  funding, 
HUD  will  consider  whether  the 
proposed  project  will  restore  and 
enhance  the  quality  of  the  human 
environoment  and/or  avoid  and 
minimize  adverse  effects  on  the 
environment  and  on  historic  properties. 
HUD  will  also  consider  whether  or  not 
the  private  developments  in  a  given 
proposal  include,  where  possible,  a 
minimum  one  percent  of  total 
development  costs  for  expenditures  on 
the  arts,  such  as  sculptures,  murals,  etc. 

(3)  The  physical  impact  of  the  project 
will  be  measured  by  comparing  the 
present  physical  development  of  the 
project  area  and  other  areas  with  the 
future  improvements  proposed  in  the 
action  grant  project.  For  example,  the 
standard  of  the  existing  housing  stock 
will  be  compared  to  what  the  housing 
stock  should  be  upon  completion  of  the 
action  grant  project.  If  the  project  is  to 


make  those  public  improvements 
necessary  to  attract  private  industry  to 
the  site,  then  HUD  will  review  the 
project  in  terms  of  the  current  land  use 
and  the  potential  created  by  the  location 
of  the  particular  industry  at  this 
particular  site.  HUD  will  also  review  the 
proposal  to  ascertain  that  other 
necessary  services  are  available  to 
support  the  project.  Applicants  are 
expected  to  consider  the  quality  of  the 
design  of  the  project. 

(i)  The  impact  of  the  proposed  project 
on  the  economic  conditions  of  the 
community.  HUD  will  consider  the 
effect  of  the  project  on  the  economic 
base  of  the  community  by  evaulating 
such  factors  as  the  mitigation  of  the 
impact  of  a  major  military  base  closing 
and  the  degree  to  which  the  proposal 
will  assist  areas  experiencing  a  loss  of 
businesses,  jobs,  and  population. 

(j)  The  likelihood  of  accomplishing 
the  project  in  a  timely  fashion  within 
the  total  resources  which  will  be 
provided.  HUD  will  consider  such 
factors  as  the  status  of  land  assembly, 
zoning,  building  permits,  and 
preparation  of  any  necessary  historic 
preservation  clearances,  as  well  as  the 
applicants  administrative  and  legal 
capability  for  accomplishing  the  project. 
Proposals  will  be  considered  to  have  a 
lesser  degree  of  feasibility  if  they 
involve  substantial  additional  planning, 
lengthy  start-up  time,  or  may  be  subject 
to  major  obstacles  due  to  environmental 
or  legal  concerns.  HUD  expects  projects 
to  be  completed  within  a  four  year 
period  from  the  date  of  the 
annoimcement  of  preliminary  funding 
approval. 

(k)  The  demonstrated  performance  of 
the  applicant  in  carrying  out  housing 
and  community  development  programs. 
Performance  shall  be  evaluated  using 
such  considerations  as  past  compliance 
with  HUD  regulations  and  statutory 
requirements,  progress  in  carrying  out 
programs  as  planned,  and  the  ability  to 
complete  programs  in  a  timely  fashion. 

(l)  Extent  of  relocation  caused  by  the 
project.  (1)  Projects  which  will  cause 
minimal  displacement  and  disruption  of 
occupants  and  jobs  will  be  considered 
more  favorably  than  those  involving  a 
substantial  amount  of  displacement  and 
disruption. 

(2)  If  the  project  includes  action  grant 
funded  or  non-action  grant  funded 
activities  which  generate  relocation, 

HUD  will  consider  how  the  applicant’s 
relocation  plans  and  processes, 
including  any  proposed  relocation 
advisory  services,  are  to  operate  and 
whether  they  provide  the  opportunity  for 
those  displacees  to  relocate  outside 
areas  of  low-income  or  minority 
concentration. 
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(3)  A  project  which  involves  the 
relocation  of  industrial  and  commercial 
facilities  within  the  applicant’s 
jurisdiction  will  be  reviewed  to 
determine  the  impact  of  the  relocation 
on  low-  and  moderate-income  and 
minority  persons. 

(4)  The  extent  to  which  displaced 
businesses  and  low-  and  moderate- 
income  residents  and  minorities  will  be 
given  the  opportunity  to  relocate  to  the 
project  area  upon  completion  will  be 
considered. 

(m)  Extent  of  citizen  participation. 
HUD  will  also  consider  the  extent  of 
citizen  participation  in  the  development 
and  review  of  the  application,  as  well  as 
the  provision  of  technical  assistance  to 
citizens’  groups  if  such  assistance  has 
been  requested  and  is  appropriate. 

(n)  Extent  of  minority  business 
participation.  HUD  will  more  favorably 
consider  projects  in  which  minorities  are 
participants  in  the  project.  For  example, 
they  may  be  prime  or  subcontractors 
during  development,  major  suppliers  of 
construction  goods,  or  equity  investors, 
or  they  may  participate  in  the  project 
through  leasing,  ownership,  or 
rehabilitation  of  property,  on-going 
vendors  and  suppliers  of  goods  and 
services,  or  as  private  participating 
parties. 

(o)  Extent  of  assistance  to  be  made 
available  by  the  State.  HUD  encourages 
the  firm  financial  participation  of  the 
State  in  the  project. 

(p)  Extent  of  participation  by  gther 
public  entities.  HUD  encourages  other 
firm  Federal  financial  participation  such 
as  SBA,  EDA,  and  Farmers  Home  and 
will  consider  that  participation  in  the 
selection  of  projects  for  funding. 

(q)  Special  or  Unique  Opportunity. 
HUD  will  evaluate  the  extent  to  which 
the  action  grant  program  represents  a 
special  or  unique  opportunity  to  meet 
local  priority  needs  which  are  consistent 
with  the  objectives  of  economic 
revitalization  or  reclamation  of 
neighborhoods. 

(r)  Extent  of  neighborhood  impact. 

HUD  will  more  favorably  consider  those 
projects  having  a  positive  impact  on  the 
residents,  particularly  low-  and 
moderate-income  and  minorities  of  the 
residential  neighborhood  in  which  the 
project  is  located,  and  on  the 
neighborhood  itself. 

(s)  The  impact  of  the  proposed  project 
on  the  special  problems  of  low-  and 
moderate-income  persons  and 
minorities.  The  extent  to  which  the 
proposed  project  eliminates  or  reduces 
the  magnitude  of  the  special  problems  of 
low-  and  moderate-income  persons  and 
minorities  {e.g.,  the  relative  levels  of 
unemployment  and  underemployment, 
discrimination  in  housing  and 


employment,  locational  impaction,  and 
lack  of  sufficient  supportive  services 
and  facilities]  will  be  considered.  In 
making  this  determination,  HUD  will 
consider  the  benefits  of  the  project  to 
low-  and  moderate-income  persons  and 
minorities,  such  as  the  provision  of 
employment  or  entrepreneurial 
opportunities,  housing  opportunities,  or 
public  or  private  facilities  and 
improvements.  Location  of  the  proposed 
project,  when  it  is  clearly  relevant  to  the 
question  of  what  groups  benefit,  will  be 
considered  as  one  of  the  factors  in 
evaluating  the  effectiveness  of  the 
project  in  benefitting  low-  and 
moderate-income  persons  and 
minorities. 

(t)  The  impact  of  the  proposed  project 
in  increasing  energy  efficiency  or 
conserving  scarce  fuels.  HUD  will  more 

.  favorably  consider  those  projects  which 
will  increase  energy  efficiency  or 
conserve  scarce  fuels.  All  other  factors 
being  equal,  however,  an  energy 
conservation  or  alternative  energy 
project  from  a  community  which  is 
making  a  serious  effort  to  identify  and 
reduce  energy  waste  on  a  community-  . 
wide  basis  will  be  more  favorably 
considered  than  a  project  from  a 
community  which  is  making  no  effort  in 
this  regard. 

(u)  Secretary’s  determination  that  the 
project  requires  action  grant  funds. 
Preliminary  funding  approvals  will  only 
be  made  if  the  Secretary  determines 

(1]  that  the  assurances  made  by  the 
chief  executive  officer  of  the  applicant 
that  the  action  grant  funds  will  not 
substitute  for  local  funds  which  are 
available  and  committed  to  the  project 
by  line  item  specified  in  the  applicant’s 
local  budget  pursuant  to 

§  570.458(15)(iv); 

(2]  that  in  his/her  opinion,  the  private 
development  would  not  occur  unless  the 
public  funding  becomes  available 
pursuant  to  §  570.458(15)(iii); 

(3]  that  the  statements  made  by  the 
private  participating  parties,  that  but  for 
the  receipt  of  the  public  funds  requested, 
this  project  would  not  be  built; 

are  satisfactory. 

§  570.460  HUD  review  and  action  on 
applications. 

(a)  Submission  and  Review  Schedule. 
The  following  chart  indicates  dates  for 
submission  of  pre-application  requests 
for  determination  of  eligibility,  the  full 
application,  HUD  review  and 
consultation  with  the  applicant,  and  the 
date  by  which  the  decision  for 
preliminary  approval  will  be  made. 


Determination 

of  eligibility 

(pre- 

Application 

Review  period 

Decision  date 

application; 
SF-424)  to  be 
submitted  by 

period 

Metro  cities: .... 

Nov.  30.... 

Jan.  1-31 . 

Feb.  1-Mar. 

Mar.  31. 

31. 

Feb.  28.... 

Apr.  1-30 . 

May  1-June 

June  30. 

30. 

May  31 . 

July  1-31 . 

Aug.  1-Sept. 
30.  * 

Sept  30. 

Aug.  31 .... 

Oct.  1-31 . 

Nov.  1-Dec. 

Dec.  31. 

31. 

Small  cities: .... 

Dec.  31 .... 

Feb.  1-28 . 

Mar.  1-Apr 

Apr.  30. 

30. 

Mar.  31 .... 

May  1-31 . 

June  1-July 

July  31. 

31. 

June  30.... 

Aug.  1-31 . 

Sept.  1-Oct. 

Oct  31. 

31. 

Sept.  30... 

Nov.  1-30 . 

Dec.  1-Jan. 

Jan.  31. 

31. 

(1)  HUD  will  accept  applications  from 
large  cities  and  urban  counties 
postmarked  no  later  than  the  last  day  of 
the  month  during  January,  April,  July, 
and  October. 

(2)  HUD  will  accept  applications  from 
small  cities  postmarked  no  later  than 
the  last  day  of  the  month  during 
February,  May,  August,  and  November. 

(3)  However,  HUD  encourages  all 
cities  and  urban  counties  to  submit  their 
applications  no  later  than  the  tenth  day 
of  the  month  in  order  to  allow  sufficient 
time  for  the  community  to  enact 
suggestions  made  by  HUD  in 
preliminary  reviews, 

(4)  Applications  postmarked  after  the 
last  day  of  the  month  in  which  they  are 
to  be  submitted  will  not  be  considered 
until  the  following  quarter. 

(5)  The  original  and  one  copy  of  the 
application  must  be  submitted  to  the 
appropriate  HUD  Area  Office  and  one 
copy  submitted  to  HUD’s  Office  of 
Urban  Development  Action  Grants. 

(b)  HUD  Area  Office  Review.  Area 
Offices  shall  forward  a  copy  of  each 
application  meeting  the  criteria  of 

§  570.458  together  with  a  position  paper 
setting  forth  the  Area  Office  comments 
and  the  Area  Manager’s 
recommendation  to  HUD  Central  Office. 
HUD  Central  Office  shall  evaluate 
applications  on  a  comparative  basis  in 
accordance  with  the  criteria  for 
selection  specified  in  §  570.459. 

(c)  Central  Office  Action  on 
Applications.  (1)  Preliminary  approval 
decisions  will  be  made  within  two 
months  after  the  deadline  for 
submission  of  applications  as  shown  in 
paragraph  (a)  of  this  section. 

(2)  Preliminary  approval  constitutes 
the  first  step  in  a  process  which  may 
result  in  a  signed  grant  agreement 
between  the  recipient  and  HUD  and 
legally  binding  commitments  between 
the  recipient  and  the  private  sector.  The 
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terms  of  the  preliminary  approval  are 
not  finalized  until  the  recipient  and  HUD 
have  executed  a  grant  agreement  setting 
forth  the  terms  and  conditions  of  the 
approved  project  and  the 
responsibilities  of  all  participating 
parties.  Preliminary  approval  does  not 
become  final  until  legally  binding 
commitments  between  the  recipient  and 
the  private  and  public  participating 
parties  have  been  submitted  and 
approved  by  HUD.  Release  of  grant 
funds  is  contingent  upon  the  recipient’s 
meeting  each  and  every  condition  set 
forth  in  the  grant  agreement. 

(3)  Any  application  not  receiving 
prelininary  funding  approval  in  the  Hrst 
round  in  which  it  is  accepted  for 
consideration  may  be  reconsidered  for 
funding  in  the  subsequent  quarter,  if 
there  is  a  likelihood  that  the  project  will 
be  funded  in  the  future  funding  quarter. 

(4)  Any  application  not  receiving 
preliminary  Ending  approval  after  the 
second  round  will  not  receive  further 
consideration,  unless  HUD  and  the 
applicant  are  actively  negotiating  the 
terms  of  the  project.  HUD  shall  use  its 
discretion  in  making  a  determination 
whether  to  consider  the  application  in  a 
later  funding  round. 

(5)  The  Secretary  will  notify  the 
applicant  in  writing  of  the  action  taken 
on  its  application  and  the  conditions 
under  which  the  application  may  be 
reconsidered. 

§  570.461  Post  preliminary  approval 
requirements. 

(a)  Execution  of  a  grant  agreement 
HUD  and  the  recipient  must  sign  a 
legally  binding  grant  agreement 
(contract]  which  finalizes  the  terms  and 
conditions  of  the  action  grant 
preliminary  approval. 

(b)  Submission  of  legally  binding 
private  commitments.  Recipients  must 
submit  for  approval  to  HUD  Central 
Office  evidence  of  legally  binding 
commitments  from  participating  parties 
identified  in  the  grant  agreement.  Copies 
must  also  be  submitted  to  the  Area 
Office.  Recipients  must  also  submit  an 
opinion  of  counsel  that  the  commitments 
are  legally  binding  under  State  ^r.d  local 
law  and  conform  to  the  grant  agreement 
executed  by  HUD  and  the  recipient.  The 
drawdown  of  grant  funds  is  conditions 
upon  the  acceptance  by  HUD  of  the 
legally  binding  commitments  as 
speciHed  in  the  grant  agreement. 

(c)  Release  of  funds  pursuant  to  HUD 
Environmental  Review  Procedures. 
Recipients  must  comply  with  the 
provisions  of  §  570.603  concerning  the 
release  of  funds  for  projects  requiring 
environmental  review.  Except  for 
administrative  costs,  environmental 
studies  and  certain  relocation  costs,  no 


costs  which  are  to  be  reimbursed  or  paid 
with  grant  funds  may  be  drawn  down 
until  the  environmental  requirements 
have  been  met.  However,  the  applicant 
should  note  that  such  costs  will  not  be 
reimburaed  if  the  legally  binding 
commitments  are  not  approved. 

(d)  Performance  according  to 
schedule.  Action  grant  funding  shall  be 
conditioned  upon  the  performance  of  the 
recipient  in  meeting  the  schedule  set 
forth  in  its  grant  agreement.  Failure  to 
meet  such  schedule  may  result  in  the 
termination  of  the  grant  agreement  or 
other  remedial  action. 

(e)  Program  Income.  Notwithstanding 
any  other  provisions  of  this  part  and 
unless  otherwise  provided  in  the  grant 
agreement,  program  income  received  by 
the  Recipient  under  this  Subpart  prior  to 
completion  of  construction  of  all  action 
grant  funded  activities  shall  be  used  to 
reimburse  costs  incurred  for  the 
activities.  Such  income  shall  be  used 
instead  of  any  draw  under  the  letter  of 
credit  to  the  extent  adequate  to 
reimburse  costs  so  incurred.  Upon 
completion  of  the  activities,  program 
income  shall  be  retained  by  the  recipient 
and  governed  by  the  grant  agreement, 
program  income  received  subsequent  to 
the  completion  of  the  action  grant 
funded  activities  shall  be  used  for  the 
purposes  specihed  in  the  grant 
agreement,  and  as  such  is  considered 
miscellaneous  revenue,  the  use  of  which 
is  not  governed  by  the  provisions  of  this 
part. 

(f)  Reporting  requirements. 
Commencing  upon  the  date  the 
applicant’s  preliminary  funding  approval 
is  announced  by  HUD,  applicants  shall 
submit  quarterly  progress  reports  as 
specified  by  the  Secretary  of  HUD. 
Failure  to  file  such  reports  shall 
jeopardize  preliminary  approval  status 
for  previously  approved  action  grants 
and  shall  be  considered  in  the  selection 
of  future  projects  submitted  by  the 
applicant  under  demonstrated 
performance  under  §  570.459(k).  Copies 
of  the  reports  shall  be  submitted  to  the 
HUD  area  office  and  simultaneously  to 
the  Office  of  action  Grants  in 
Headquarters  no  more  than  10  days 
following  the  end  of  each  calendar 
quarter.  Effective  immediately,  and  until 
such  time  as  further  detailed  reporting 
requirements  are  specified,  the  following 
information  is  to  be  provided: 

(1)  Prior  to  removal  of  contract 
conditions.  Describe  in  detail  each  step 
the  applicant  has  taken  to  secure  the 
documentation  needed  to  satisfy  the 
conditions  contained  in  the  grant 
agreement.  Also,  describe  those  steps 
which  remain  to  be  taken  and  provide  a 
schedule  for  their  accomplishment.  If 
problems  have  been  encountered  and 


the  project  is  falling  behind  the 
schedules  included  in  the  application 
and  the  grant  agreement,  describe  the 
nature  of  the  problems,  the  steps  being 
taken  to  resolve  them,  and  estimate  the 
time  which  will  be  required  to  overcome 
the  problems. 

(2)  After  the  contract  conditions  have 
been  removed.  Describe  in  detail  the 
implementation  of  the  project  including 
the  status  of  construction  contracts, 
plans  and  specifications,  actual 
construction,  temporary  and  permanent 
jobs,  relocation  of  residents  and  tenants, 
etc.  Also,  include  the  amount  of  funding 
which  has  been  obligated  and  the 
amount  drawn  down.  If  problems  have 
been  encountered  and  the  project  is 
falling  behind  the  schedules  included  in 
the  application  and  the  grant  agreement, 
describe  the  nature  of  the  problems,  the 
steps  being  taken  to  resolve  them,  and 
estimate  the  time  which  will  be  required 
to  overcome  the  problems. 

(3)  Project  completion.  Reports  will  be 
required  following  the  completion  of 
construction  of  a  project,  irhey  shall 
consist  of  information  to  be  specified  at 
a  later  date  concerning  the  project’s 
construction  costs,  its  use  of  program 
income,  tax  revenues  generated,  etc. 
They  shall  also  include  data  by  job 
category  and  pay  level,  the  number  of 
jobs  filled  by  imemployed  and  low 
income  persons  and  by  minorities. 

§  570.462  Project  amendments  and 
revisions. 

(a)  Pre-approval  revisions  to  the 
application.  Applicants  must  submit  to 
the  HUD  Area  Office  and  to  Central 
Office  all  revisions  to  the  application.  If 
the  revisions  are  significant,  i.e.,  if  they 
alter  the  scope,  location,  or  scale  of  the 
project  or  change  the  beneficiaries’ 
population,  the  following  procedures 
must  be  followed: 

(1)  The  applicant  must  resubmit  the 
application  to  state  and  areawide 
clearinghouses.  Such  agencies  will  have 
30  days  to  review  significant  revisions. 

If  there  is  a  question  of  significance,  the 
applicant  should  consult  directly  with  its 
clearinghouses. 

(2)  The  applicant  must  hold  at  least 
one  public  hearing  prior  to  making  a 
significant  revision  to  the  application 
according  to  the  procedures  of 

§  570.454(a). 

(b)  Post  Preliminary  Approval 
Amendments.  Applicants  receiving 
preliminary  approval  must  submit  to  the 
HUD  Central  Office,  a  request  for 
approval  of  any  significant  amendment. 
A  copy  of  the  request  must  also  be 
submitted  to  the  Area  Office.  A 
significant  amendment  involves  new 
action  grant  or  non-action  grant  funded 
activities  or  alterations  thereof  which 
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will  change  the  scope,  location,  scale,  or 
beneficiaries  of  such  activities  or  which, 
as  a  result  of  a  number  of  smaller 
changes,  add  up  to  an  amount  that 
exceeds  ten  percent  of  the  grant*  HUD 
approval  of  amendments  may  be 
granted  to  those  requests  which  meet  all 
of  the  following  criteria: 

(1)  New  or  significantly  altered  action 
grant  and  non-action  grant  funds 
activities  must  meet  the  criteria  for 
selection  applicable  at  the  time  of 
receipt  of  the  program  amendment. 

(2)  The  recipient  must  have  complied 
with  all  requirements  of  this  subpart 
including  A-95  and  citizen  participation 
as  specified  in  paragraph  (a)  of  this 
section  and  the  provisions  of  24  CFR 
Part  58  concerning  environmental 
reviews. 

(3)  The  recipient  may  make 
amendments  other  than  those  requiring 
prior  HUD  approval  as  defined  in 
paragraph  (bj  of  this  section  but  each 
recipient  must  notify  both  the  Area  and 
Central  Offices  of  such  changes. 

§  570.463  Applicability  of  rules  and 
regulations. 

The  provisions  of  Subparts  A,  B,  C,  J, 

K.  and  O  of  this  Part  570  shall  apply  to 
this  subpart  except  to  the  extent  that 
they  are  modified  or  augmented  by  this 
subpart. 

II.  §  570.910  is  amended  by  adding  at 
the  end  thereof  a  new  paragraph  (b)(12) 
to  read  as  follows: 

§  570.910  Corrective  and  remedial 
actions. 

***** 

(b)  *  *  * 

(12)  In  the  case  of  action  grants  made 
under  Subpart  G,  adjust  reduce  or 
withdraw  the  grant,  or  take  other  action 
as  appropriate  in  accordance  with 
findings  of  reviews  and  audits  made  to 
determine  the  progress  made  in  carrying 
out  action  grant  funded  and  non-action 
grant  funded  activities  substantially  in 
accordance  with  approved  plans  and 
timetables  except  that  funds  already 
expended  on  otherwise  eligible 
activities  shall  not  be  recaptured  or 
deducted  from  future  grants. 
***** 

[Title  I,  Housing  and  Community 
Development  Act  of  1974  (42  U.S.C.  §  5301  et 
seq.)  Title  I,  Housing  and  Community 
Development  Act  of  1977  (Pub.  L.  95-128):  and 
Sec.  7(d).  Department  of  Housing  and  Urban 
Development  Act  (42  U.S.C.  §  3535(d))] 

Issued  at  Washington,  D.C.  April  10, 1980. 
Robert  C.  Embry,  )r.. 

Assistant  Secretary  for  Community  Planning 
and  Development. 
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